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I 

REQUEST OF ARIZONA PUBLIC SERVICE COMPANY 
FOR PARTIAL VARIANCE TO A.A.C. R14-2-1618 

Arizona Public Service (“APS” or “Company”) respectfully requests that the Commission 

grant A P S  a partial variance to A.A.C. R14-2-1618 (“Rule 1618”) to include geothermal energy 

as a renewable energy source in the Environmental Portfolio Standard. A partial variance would 

enable the Company to use Portfolio Standard funding to pursue a geothermal power project in 

the area of Clifton, Arizona. That project would initially produce 2 megawatts of geothermal- 

based electricity generation and eventually be expanded to 20 megawatts over a ten-year period. 

Also, other opportunities for geothermal projects may present themselves in the future. 

A partial variance is warranted for several reasons. First, although not included as a 

renewable resource in Rule 161 8, the State of Arizona recognizes geothermal energy as a 

renewable energy source in addition to landfill gas, wind and biomass generators which are 

included in Rule 16 18(L). Second, other states and the federal government also treat and define 

geothermal energy as a renewable energy source. Third, in Arizona, the public interest would be 

served by allowing A P S  to use Portfolio Standard funding to pursue the geothermal power 

project. 
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1. The State of Arizona Recognizes Geothermal Energy as a Renewable Energy Source, 

State law other than Rule 1618 defines geothermal energy as a renewable energy source. 

For instance, the Arizona Department of Commerce (“AD0C”)conducted an environmental 

technology assistance program “to promote business and economic development by recruiting 

and expanding companies that manufacture, produce or process solar and other renewable energy 

products.” A.R.S. 4 41-1514.02(A). Under the program, the ADOC was empowered to certify 

that a renewable energy producing company met certain standards and based on the certification 

notify the Department of Revenue that the company qualified for tax incentives to promote the 

company’s renewable energy project. A.R.S. 3 41-15 14.02(B)-(G). Included within the 

definition of “renewable energy” projects eligible for the tax incentives was geothermal energy 

projects: 

“Renewable energy” means energy that is supplied from sources 
that are continually replenished from the sun, the earth or the waste 
stream, including hydroelectric, solar-thermal, photovoltaic, 
biomass, wind and geothermal processes. 

A.R.S. 4 41-1514.02(H)(lO) (emphasis added). Although ADOC no longer promotes this 

program, the State of Arizona has itself already recognized that it is in the public interest to foster 

development of geothermal energy producing projects to the extent of funding such projects. 

The State of Arizona, moreover, actually requires state agencies to provide power to their 

facilities and vehicles using renewable energy sources. One of these requirements is found at 

A.R.S. 0 41-806, which provides that the Department of Administration shall use renewable 

energy to supply one per cent or more of the electrical power necessary for its facilities in the 

governmental mall. That statute defines “renewable energy” to include “solar energy, geothermal 

energy, wind energy and biomass energy [emphasis added] .” 
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The State of Arizona, therefore, already considers that subsidizing the production and use 

of geothermal energy is a valid means of furthering the public interest in reducing the state’s 

dependence on non-renewable sources of energy. In keeping with this already established policy. 

a partial variance to Rule 1618 to allow for a geothermal project should be granted. 

2. Other States and the Federal Government Define Geothermal EnerEy as a 
Renewable Energy Source. 

Granting A P S  a partial variance for a geothermal project would also be consistent with tht 

approach taken by other western states that are implementing renewable portfolio standards 

(“WS”). In California, electrical power generators are required to procure a minimum quantity 

of output fiom “eligible renewable energy resources” as a specified percentage of total kilowatt- 

hours sold to end users each calendar year, beginning with 1 percent in 2003 and ending with 

20% by 2018. Cal. Pub. Util. Code 3 399.15. California law defines “eligible renewable energy 

resource” to include geothermal energy. Id. at 3 399.12(a)(2), 383.5(a)(l). Generators who 

comply with this requirement become eligible for state subsidies to offset above-market costs of 

procuring the renewable energy and/or build renewable energy generating facilities. Id. at § § 

399.13(c), 383.5. Nevada, New Mexico, and Texas have similar laws that authorize subsidies to 

generators that comply with renewable portfolio standards and explicitly define renewable energy 

to include geothermal energy. N.R.S. 8 704.781 l(l)(b) (“‘Renewable energy” means . . . 

geothermal energy.”), N.R.S. 4 704.7821 (portfolio standard); 17 N.M.A.C. 10-573-7.4 

(“‘renewable energy’ means . . . geothermal”), 17 N.M.A.C. 9 10-573-10.1 (portfolio standard); 

16 T.A.C. 25-173(~)(15) (“Renewable energy technologies include those that rely on energy 

derived directly from . . . geothermal”). Additionally, credits may be obtained by generating 

electricity with renewables, which can then be used to purchase generation from other providers. 

16 T.A.C. 3 25- 173(d). 

The federal government also treats geothermal energy as a renewable energy source. For 

example, under a 1999 Executive Order, “Greening the Government through Efficient Energy 
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Management,” the federal government is required to expand the use of renewable energy within 

its facilities and in its activities by implementing renewable energy projects and by purchasing 

electricity from renewable energy sources. 64 Fed. Reg. 30851 5 204 (Ex. Or. No. 13 123 - June 

3, 1999). “‘Renewable energy’ means energy produced by solar, wind, geothermal, and biomass 

power.” Id. at 0 710. Also, the U.S. Department of Energy (“DOE”) conducts a $30 million 

“GeoPowering the West” program that strongly supports the expansion and use of geothermal 

power as a renewable baseload resource in the West, including Arizona. Under this program, thc 

DOE has established and sponsored an Arizona Geothermal Working Group to bring stakeholder 

together to advance geothermal renewable resources in Anzona. 

3. GrantinP a Partial Variance to Allow a Geothermal Power Proiect Would 
Further the Public Interest. 

Both the State of Anzona as well as other western states and the federal government have 

determined it is in the public interest to promote electrical generation using renewable energy 

resources that includes geothermal energy. This is sound public policy that supports A P S ’  

request for a partial variance for several reasons. First, the generation of electricity using 

geothermal resources reduces emissions of carbon, sulfur and nitrogen oxides which are 

associated with fossil fuels. Second, the inclusion of geothermal energy in a renewable resources 

portfolio helps provide diversity of resources and fuels. Third, introducing geothermal energy 

into generator portfolios provides an opportunity to create high technology jobs necessary to 

complete and operate a geothermal project. 

Most importantly, a partial variance that allows APS to include geothermal energy in the 

environmental portfolio standard would enable APS to leverage environmental portfolio standard 

funds by proposing that DOE share the cost in the project from two known DOE initiatives: (i) 

the GeoPowering the West funding program; and (ii) a request for proposal fkom the DOE 

Hydrogen Program concerning a project in which one of the objectives is to use geothermal 

energy to create hydrogen. 
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CONCLUSION 

For the foregoing reasons, APS respectfully requests that the Commission grant it a partial 

variance to Rule 1618 to allow the inclusion of geothermal energy within the environmental 

portfolio standard so that A P S  may pursue a geothermal power project in the area of Clifton, 

Arizona and for other potential geothermal projects in the future. 

RESPECTFULLY submitted this 15th day of November, 2002. 

SNELL & WILMER, L.L.P. 

G&r& Tsiolis / 

Attorneys for Arizona Public Service Company 

1271143.1 
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